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OFFICE OF MANAGEMENT AND BUDGET
"The Framework for the Financial and Compliance Audits of the Block Grants” is
the title of an OMB response to a request by a number of state officials
who have "expressed a desire for a clear understanding and delineation of
responsibilities among the various levels of government for auditing block
grants." The paper, according to OMB, has been accepted as a statement of
intention and likely emphasis for auditing block grants by members of the
Executive Office of the President, Block Grant Implementation Task Force,
and by federal Inspectors General of the Departments of HHS, HUD and Educa
tion. This paper was also distributed to the General Accounting Office, which
concurred in the OMB decision to distribute it to the states. Copies of this
paper can be obtained by calling or writing to Marti Schmitz, AICPA, 1620
Eye Street, N.W., Washington, D.C. 20006, 202/872-8190.
SECURITIES AND EXCHANGE COMMISSION
Regulation "A" usage is giving way to alternative capital raising routes, according
to a recent analysis completed by the SEC's Directorate of Economic and Policy
Analysis. The traditional route to the securities market for small companies
seeking to sell stock for the first time through an offering under the SEC's
Regulation "A" is declining in relative importance in the face of new capital for
mation initiatives taken by the Commission. The Analysis, jointly sponsored
by the SBC and the U.S. Small Business Administration, revealed that increased
competition from other new capital raising vehicles, such as expanded exemptions
for private placement issues and revisions of disclosure requirements for limited
first time public offerings, such as S-18 Registration, have made relative in
roads in the usage of Regulation "A." Copies of the Analysis, according to
the SEC, are not yet available for public distribution, and when available,
will be very limited in supply.
The Commission recently issued Financial Reporting Release No. 1 (FRR No. 1),
the first in a new series of releases which will replace Accounting Series
Releases (ASRs) as the medium for announcing accounting and auditing matters
of general interest. According to the SEC press release, FRR No. 1 announces
the publication of a codification of those portions of certain existing ASRs
that are relevant today. The Commission expects that the codification will
make the material therein more useful to issuers, accountants and others.
The Commission has also issued Accounting and Auditing Enforcement Release
No. 1 (AAER No. 1) as the first in a new series of releases which will be
used to announce future enforcement actions involving accountants. AAER No. 1
announces the publication of a topical index to the enforcement-related ASRs
which is intended to facilitate reference to the Commission's views on particu
lar accounting and auditing matters that have given rise to Commission enforce
ment actions in the past. AAER No. 1 and the text of FRR No. 1 will be printed
in the Federal Register. The Codification of Financial Reporting Policies,
however, will not. A copy of the Codification may be obtained from the Commis
sion's Office of Public Affairs (500 North Capitol Street) or the Public Refer
ence Room (1100 L Street) on or about May 12, 1982. F o r additional information
contact David F. Martin at 202/272-2130 and Georae Diacont (about AAER No. 1) at
202/272-2130.
SMALL BUSINESS ADMINISTRATION
Comprehensive revisions of the SBA size standards regulation were recently issued
in a second advance notice of proposed rulemaking on the subject (see the 5/3/82
Fed. Reg., pp. 18992-19011). The second notice reflects substantial changes
from the first advance notice of proposed rulemaking which was published for
comment in the Federal Register 3/10/82. Under the second notice, 548 changes
have been proposed from the first notice, including changes in size standards
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in 51 service and construction industries. Included in these changes is an
increase from 25 total employees to 100 total employees for Major Group 89,
which includes standard industrial code 8931 Accounting, Auditing and Book
keeping Services. The comment period on the second advance notice of proposed
rulemaking is through 8/2/82. The SBA anticipates a second comment period when
the measure is issued as a proposed regulation. For additional information
contact Andrew Canellas at 202/653-6373.
TREASURY, DEPARTMENT OF
Accrual method employers who deduct vacation pay for fully vested employee vacation
pay plans in the year in which it is paid were recently advised by the IRS on
how to change the method of deduction to the year in which it accrues. Employers
desiring to make this change should file a request on Form 3115, Application
for Change in Accounting Method, in accordance with the provisions of Rev. Proc.
82-32. Taxpayers complying with all the provisions of Rev. Proc. 82-32 will be
deemed to have obtained the consent of the IRS Commissioner for a change to ac
crual method of deducting vacation pay applicable to fully-vested vacation pay
plans. For additional information contact the IRS at 202/566-4024.
Revenue rulings and procedures, as well as certain tax regulations, will be exempt
from the requirements of the 1981 Executive Order on the federal regulatory
process, according to a new one year agreement recently signed by Treasury
Department and OMB officials. Under the agreement, Treasury will provide OMB,
on a monthly basis, with a listing of new regulatory projects initiated in
the prior month and notices of proposed rulemaking and final rules expected
to be published in the following six months. The listing will describe why
the regulations are under consideration and their potential economic implica
tions. Additionally, OMB reserved the right to review the economic impact of
any regulation it requests. A "major rule" is defined in E.O. 12291 as any
regulation that is likely to result in an annual effect on the economy of
$100 million or more; a major increase in cost or prices for consumers, indi
vidual industries, federal state or local government agencies; or significant
adverse effects on competition, employment investment, productivity, innovation
or the ability of U.S. based enterprises to compete with foreign based enter
prises in domestic or export markets.
Roscoe L. Egger, Jr., speaking before the AICPA's Spring Tax Division Meeting in
New Orleans on 5/5/82, stated that Section 125 of S. 2198, was "administra
tively unworkable" and would "most likely" be dropped from the measure's lan
guage. S. 2198, the "Taxpayer Compliance Improvement Act of 1982," which seeks
to raise revenues by reducing individual and corporate tax evasion, was intro
duced on 3/11/82, by Sens. Robert Dole (R-KS) and Charles Grassley (R-IA) (see
the 3/15/82 Wash. Rpt.). Section 125 provides a penalty for substantial under
payment of tax liability, unless the items giving rise to the underpayment are
disclosed by the taxpayer. The penalty would be 10 percent of any underpayment
of tax exceeding the greater of $5,000 ($10,000 for corporations)or 10 percent
of the amount of tax required to be shown on the return. Under this section,
taxpayers and return preparers would be faced with the unprecedented require
ment of having to disclose, "...in a manner adequate to appraise the Secretary
of the nature and amount of such item," or face the possibility of a penalty.
The AICPA, through its Federal Tax Division and its Key Person Program, has
strongly opposed this section of S. 2198.
In a related matter, House Ways and Means Chairman Dan Rostenkowski (D-IL),
introduced H.R. 6300, the "Tax Compliance Act of 1982," on 5/6/82. This bill,
according to Rostenkowski, is similar to S. 2198, but also contains provisions
in two major areas, foreign transactions and the "illegal sector," areas not
covered in S. 2198. In the area of civil penalties, the bill states that "a
new civil penalty is proposed to apply to those who aid, advise, or otherwise
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person (including corporations). This penalty is directed to those persons who
are not subject to the preparer penalties of present law because they do not
prepare the tax return but who are otherwise involved in deliberate understate
ments of tax.” Title VI, Subtitle A, contains a number of provisions included
at the request of the Administration to provide consolidated administration and
judicial proceedings for the determination of partnership items at the partner
ship level. Subtitle B provides similar rules for the determination of Sub
chapter S Corporation items at the corporate level.
SPECIAL:

SENATOR KASTEN INTRODUCES BILL ON FTC

S. 2499, the "Federal Trade Commission Amendments Act of 1982," was introduced by
Sen. Robert W. Kasten, Jr. (R-WS), Chairman, Consumer Subcommittee, Committee
on Commerce, Science, and Transportation, on 5/6/82. The bill, containing
sections dealing with such areas as congressional review of rules, prevalence
of unlawful acts or practices, and affirmative relief, also contains a section
on the relationship of the PIC to state action. Section 5 of S. 2499 states
that the PIC shall not use its authority to invalidate any state statute or
any duly promulgated state agency regulation prescribing the scope of practice
of any state-licensed professional.
"State-licensed professional" is defined
as "any person performing tasks subject to State licensure where the State
requires, as a prerequisite to practice in a profession, a post-graduate
degree from an accredited institution of higher learning legally authorized
or recognized to train members for such practice." The proposal would also
give advertisers a total exemption from PIC scrutiny on "unfair practices."

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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